
ALLRBOCs
Year: 1993
In Dollars Per Line Per Month

IIISUBJECT TO LOCAL OR COIN NON

SEPARATIONS INTRA·EXCH DIRECTORY PUBLISHED COLLECTION LOOP

SWITCHING ASSISTANCE DIRECTORY &ADMIN RELATED

'c)",
"ITOTAL CUSTOMER OPERATIONS EXPENSE 6.87 2.04 0.02 0.11 0.24 0.09 3.57

fi,~

Marketing 1.77 ;- 1.77

Directly Assigned 0.09 0.09

Allocated 1.68 1.68

Operator Services 1.33 0.91 0.42

Call Completion 0.27 0.27

Intercept 0.00 0.00

Directory Assistance 1.05 0.91 0.14

Other .
··:'"',,,.F\/?,1

Published Directory 0.29

!!i;,~
0.24

Classified 0.05

TWX

AlphafTraffic 0.24 0.24

Foreign 0.00 , j,

, '"
ICUSTOMER SERVICES 3.51 2.04 0.02 0.09 1.36

,

I Category 1 (Business OffICe) 2.49 1.69 0.09 0.70

Local BUSiness Office 2.23 U. 0.53

ServIce Order Processing 1.19 1.08 0.11

Payment & Collection 0.50 0.27 0.23

InqUiry 0.54 0.34 0.19

..
Interexchange Carner Office 0.17 0.17

Service Order Processing 0.11 0.11

Payment & Collection 0.03 0.03

Inquiry 0.03 0.03

COlO Collection and 0.09 0.09

Admlntstratlon

Category 2 (Revenue Accounting) 0.70 0.35 0.35

Message Processing 0.05 0.02 0.03

Toll Ticket 0.03 0.03

Local Message 0.02 0.02 .

Other Billing & Collecting 0.63 0.35 0.28

MTS·Toli 0.28 0.28

Exchange. Semi, & DA 0.29 0.2t

Pnvate Line 0.00 0.00

End User CL 0.04 0.04
Local 0.01 0.01

Carner Access Billong 0.02 0.02

Category 3 (Other Customer SVCS) 0.32 0.32



ALLRBOCs OTHER

Year: 1994
In Dollars Per Line Per Month

SUBJECT TO -=<" LOCAL OR COIN NON

SEPARATIONS "':LOCAL's; INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

'LOoPs'; SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

if
ITOTAL CUSTOMER OPERAnONS EXPENSE 7.25 2.1' 0.02 0.'3 0.23 0.10 3.79

,.

Marketing 1.91 1.91

DIrectly Assigned 0.10 0.10

Allocated 1.82 ,.,' ". ,
1.82

I,
Operator Services 1.37 0.93 0.44

Call Completion 0.30 0.30

Intercept 0.00 '.. 0.00

DIrectory Assistance 1.06 0.93 0.13

Other . .... -
"d

Published Directory 0.28 0.23

Classified 0.05

TWX

AlphafTraffic 0.23 0.23

Foreign 0.00

CUSTOMER SERVICES 3.72 2.19 0.02 0.10 1••1

Category 1 (Business OffICe) 2.77 1.90 0.10 0.78

Local BUSiness Office 2.49 1.90 0.59

ServIce Order ProcessIng 1.29 1.18 0.11

Payment & Collection 0.60 0.33 0.27

Inquiry 0.60 0•• 0.21

Interexchange Carner Office 0.19 0.19

Service Order Processing 0.13 0.13

Payment & CollectIon 0.04 0.04

Inquiry 0.03 0.03

I COIn CollectIon and 0.10 0.10

Admlnistrabon

Category 2 (Revenue Accounting) 0.59 0.30 0.29

Message ProcessIng 0.04 0.02 0.02

Toll T,cket 0.02 0.02

Local Message 0.02 0.02

Other BIlling & CollectIng 0.53 0.30 0.23

MTS·Toll 0.23 0.23

EXchange. Semi. & DA 0.24 O.~

Prtvate line 0.00 0.00

End User CL 0.04 O.Q.$
Local 0.01 0.01

Carner Access BIlling 0.01 0.01

Category 3 (Other Customer SVCS) 0.36 0.36



ALLRBOCs OTHER

Year: 1995
In Dollars Per Line Per Month

SUBJECT TO ,,""IIAIICi'.', LOCAL OR COIN NON

SEPARATIONS ;;~~f: INTRA·EXCH DIRECTORY PUBUSHED COLLECTION LOOP

"l.OOl";:" SWITCHING ASSISTANCE DIRECTORY "ADMIN RELATED

'c, ".

ITOTAL CUSTOMER OPERAnONS EXPENSE 7.15 2.23 0.01 0.15 0.21 0.10 3.73

Marketing 2.04 o;:,,,i

'O'h
2.04

Directly Assigned 0.11 0.11

Allocated 1.93 . ,) 1.93

Operator Services 1.23 0.85 0.37

Call Completion 0.24 ,,' 0.24

Intercept 0.00 ., 0.00

Directory Assistance 0.98 " 'c<',~(
0.85 0.13

Other -
'.

Published Directory 0.27 0.21

Classified 0.05

TWX - J',
AlphafTrafflc 0.21 0.21

Foreign 0.00

CUSTOMER SERVICES 3.66 2.23 0.01 0.10 1.31

I Category 1 (Business Office) 2.80 1.93 0.10 0.78

Local Business Office 2.52 1.13 0.59

Service Order Processing 1.29 1.18 0.11

Payment & Collection 0.62 0.36 0.26

Inquiry 0.62 0.40 0.22

Interexchange Carrier Office 0.18 0.18

Service Order Processing 0.13 0.13

Payment & Collection 0.03 0.03

Inquiry 0.02 0.02

COin CollectIOn and 0.10 0.10

Administration

Category 2 (Revenue Accounting) 0.57 0.30 0.27

Message Processing 0.04 0.01 0.02

Toll Ticket 0.02 0.02

Local Message 0.01 0.01

Other Billing & Collecting 0.52 0.30 0.22

MTS-Toll 0.21 0.21

EXchange. Semi. & DA 0.25 0.25

Private Line 0.00 0.00

End User CL 0.04 0.04
Local 0.01 0.01

Carrier Access Billing 0.01 0.01

Category 3 (Other Customer Svcs) 0.29 0.29



ALLRBOCs OTHER
Year: 1996
In Dollars Per Une Per Month '.'~'

.. ~ ..,-"

SUBJECT TO ,USK:'," LOCAL OR COIN NON

SEPARAnONS

.~~'~tf
INTRA-EXCH DIRECTORY PUBLISHED COLLEcnON LOOP

SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

"" , .. ' ",
ITOTAL CUSTOMER OPERATIONS EXPENSE 6.18 2.13 0.01 0.74 0.16 0,09 3.54

I ..
Marketing

2004lD~~+,:·/tf
2.04

Directly Assigned 0.13 0.13

Allocaled 1.91 1.91

ti1
Operator Services 1.09 0.74 0.35

Call Completion 0.24 0.24

Intercept 0.00 0.00

Directory Assistance 0.85 0.74 0.11

Other • ii. .

PubliShed Directory 0.16 <', 0.16

Classified 0.00 'r"

TWX
...,. '.!- ····,····;"·1

AlphalTraffic 0.16 ; 0.16

Foreign 0.00

CUSTOMER SERVICES 3.44 2.13 0.01 0.09 1.21

I Categ<lfy 1 (Business Office) 2.66 1.85 0.09 0.72

Local BUSIness Office 2.39 1.8$ 0.55

Service Order ProcessIng 1.31 1.17 0.14

Payment & Collection 0.57 0.34 0.23

Inquiry 0.52 0.34 0.18

Interexchange Carrier Office 0.18 0.18

ServIce Order Processing 0.13 0.13

Payment & CollectIon 0.03 0.03

Inquiry 0.02 0.02

COIn Collection and 0.09 0.09

Administration

Category 2 (Revenue Accounting) 0.52 0.28 0.24

Message ProcessIng 0.04 0.01 0.02

Toll Ticket 0.02 0.02

Local Message 0.01 0.01 -

Other Billing & Collecllng 0.47 0.21 0.18

MTS-Toll 0.18 0.18

Exchange. Semi. & DA 0.23 0.23

Private Line 0.00 0.00

End UserCL 0.05 0.06

Local (0.00) 10.00)

Carrier Access BillIng 0.01 0.01

Category 3 (Other Customer Svcs) 0.26 0.26



ALLRBOCs ..,.ner

Year: 1997
In Dollars Per Line Per Month

iljtJ~ci~SUBJECT TO LOCAL OR COIN NON

SEPARATIONS tiy' INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

<")'I',
ITOTAL CUSTOMER OPERAnONS EXPeNSE 6.23 2.09 0.01 0.14 0.11 0.02 3.35

""('TAX'

Marketing 2.15 L,<;,: 2.15

Directly Assigned 0.16 I:". 0.1&

Allocated 2.00 l,j';Yn?r",'. 2.00

fIOperator Services 0.89 0.14 0.25

Call Completion 0.15 0.15

Intercept 0.00 0.00

Directory Assistance
0:73 Ii ,,;.;~,

0.14 0.09

Other .
., >

Published Directory 0.11
I"~

0.11

Classified (0.00) I
TWX . I
AlphafTraffic 0.11 I> 0.11

Foreign 0.00

CUSTOMER SERVICES 3.14 2.09 0.01 0.02 1.02

Category' (Business Office) 2.504 1.73 0.02 0.79

Local Business Office 2.29 1.13 0.5&

Service Order Processing 1.23 1.01 0.14

Payment & Collection 0.53 0.32 0.21

Inquiry 0.53 0.33 0.21

Interexchange Carrier Office 0.23 0.23

Service Order Processing 0.18 0.18

Payment & Collection 0.02 0.02

Inquiry 0.02 0.02

I COin Collection and 0.02 0.02

Adm,nlstrallon

Category 2 (Revenue Accounting) 0.47 0.36 0.11

Message Processing 0.03 0.01 0.02

Toll Ticket 0.02 0.02

Local Message 0.01 0.01 .

Other Billing & Collecting 0.42 0•• 0.0&

MTS-Toll 0.0& 0.0&

Exchange, Semi. & DA 0.08 0.08

Pnvate line 0.00 0.00

End User CL 0.01 0.01
Local 0.27 0.27

Carrier Access Billing 0.01 0.01

Category 3 (Other Customer Svcs) 0.14 0.14



ALL TIER 1 Companies u,nr:,

Year: 1993
In Dollars Per Une Per Month

li.SUBJECT TO LOCAL OR COIN NON

SEPARATIONS INTRA-EXCH DIRECTORY PUBUSHED COLLECTION LOOP

SWITCHING ASSISTANCE DIRECTORY &ADMIN RELATED

ITOTAL CUSTOMER OPERAnONS EXPENSE 6.80 1.M 0.02 0.85 0.22 0.09 3.67

l,iT)!::<"'>'
Marketing

1.67 r(~~;t~i~:i;;~tJ
1.67

Directly Assigned 0.07 0.07

Allocated 1.60 1.60

I
Operator Services 1.29 0.85 0.44

Call Completion 0.28 0.28

Intercept 0.00 0.00

Directory Assistance 0.98 0.85 0.13

Othel 0.00 0.00

~
Published Directory 0.46

i;::i~}i'l::
0.22

Classified 0.09

TWX -
AlphalTraffic 0.22

,
0.22

Foreign 0.00

ICUSTOMER SERVICES 3.43 1.95 0.02 0.09 1.37

I Category 1 (Business OffICe) 2.36 1.60 0.09 0.67

Local Business Office 2.04 1.60 0.44

Service Order Processing 1.12 1.01 0.11

Payment & Collection 0.48 0.25 0.23

Inquiry 0.50 D.33 0.17

Interexchange Carner Office 0.23 0.23

Service Order Processing 0.11 0.11

Payment & Collection 0.06 0.06

Inquiry 0.03 0.03

COin Collection and 0.09 0.09

Administration

Category 2 (Revenue Accounting) 0.72 0.35 0.37

Message Processing 0.06 0.02 0.04

Toll Ticket 0.04 0.04

Local Message 0.02 0.02 -

Other Billing & Collecting 0.63 0.35 0.28

MTS-Toll 0.27 0.27

Exchange, Semi. & DA 0.30 0.24

Pnvate Line 0.00 0.00

End User CL 0.04 0.03
Local 0.01 0.01

Carner Access Billing 0.04 0.04

Category 3 (Other Customer Svcs) 0.34 0.34



ALL TIER 1 Companies _...~..
Year: 1994
In Dollars Per Line Per Month

SUBJECT TO 8o\SIC:' LOCAL OR COIN NON

SEPARATIONS <.t.OCAL. INTRA·EXCH DIRECTORY PUBUSHED COLLECTION LOOP

LOClf".:• SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

.......
ITOTAL CUSTOMER OPERATIONS EXPENSE 7.13 2.07 0.02 0.17 0.21 0.09 3.17

Marketing 1.13 ...
• ••••••

1.83

Directly Assigned 0.08
••••

0.08

Allocated 1.74 .' 1.74

Operator Services 1.31 < 0.87 0.44

Call Completion 0.29 0.29

Intercept 0.00
....

0.00

Directory Assistance 0.99
))

0.87 0.12

Other 0.00 : .... 0.00

Published Directory 0.45 0.21

Classified 0.09

TWX .
AlphalTraffic 0.21 0.21

Foreign 0.00

CUSTOMER SERVICES 3.60 2.07 0.02 0.09 1.42

Category 1 (Business Offoc:e) 2.59 1.76 0.09 0.73

Local Business Office 2.24 1.71 0.47

Service Order Processing 1.20 1.09 0.11

Payment & Collection 0.57 0.31 0.26

Inquiry 0.54 0.36 0.18

Interexchange Carrier Office 0.26 0.26

Service Order Processing 0.12 0.12

Payment & Collection 0.08 0.08
Inquiry 0.03 0.03

COin Collection and 0.09 0.09
Administration

Category 2 (Revenue Accounting) 0.63 0.31 0.32

Message Processing 0.05 0.02 0.03
Toll Ticket 0.03 0.03

Local Message 0.02 0.02 .

Other Billing & Collecting 0.55 0.31 0.24
MTS-Toll 0.24 0.24
EXChange. Semi. & DA 0.26 0.20
Private Line 0.00 0.00
End User CL 0.04 0.03
Local 0.01 0.01

Carner Access Billing 0.03 0.03

I Category 3 (Other Customer Svcs) 0.38 0.38



ALL TIER 1 Companies OTHER

Year: 1995
In Dollars Per Une Per Month "'iiiSUBJECT TO I:i'~ LOCAL OR

COIN NON

SEPARATIONS INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

"..... """ SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

, >f'c"';
ITOTAL CUSTOMER OPERATIONS EXPENSE 7.12 2.12 0.02 0.11 0.20 0.10 3.11

'y,,;
Marketing 1.96

~
1.96

Directly Assigned 0.11 0.11

Allocated 1.15 1.15

Operator Services 1.20

I;;~!l
0.11 0.39

Call Completion 0.23 0.23

Intercept 0.00 0.00

DIrectory Assistance 0.93 0.11 0.12

Other 0.01 0.01

","'C,;"',,j,

Published Directory 0.45 " 0.20

Classified 0.09 t
TWX .
AlphaITraffic 0.20 0.20

Foreign 0.00

ICUSTOMER SERVICES 3.58 2.12 0.02 0.10 1.35

Category 1 (Business Office) 2.64 1.11 0.10 0.73

Local Business Office 2.29 1.11 0.48

ServIce Order Processing 1.21 1.10 0.11

Payment & Collection 0,59 0.33 0.26

Inquiry 0.56 0•• 0.20

Interexchange CarTIer Office 0.25 0.25

ServIce Order Processing 0.12 0.12

Payment & CollectIOn 0.07 0.07

Inquiry 0,02 0.02

Coin CollectIon and 0,10 0.10

Administration

Category 2 (Revenue Accounting) 0.60 0.31 0.29

Message ProcessIng 0,04 0.02 0.03

Toll Ticket 0,03 0.03

Local Message 0.02 0,02

Other Billrng & CollectIng 0.53 0.31 0.22

MTS-Toll 0,22 0.22

Exchange, SemI, & DA 0.26 0.21

Private Lone 0.00 0.00

End User CL 0.04 0.03

Local 0.01 0.01

CarTIer Access Billing 0.02 0.02

Category 3 (Other Customer SVC5) 0.34 0.34

---------------------------1



ALL TIER 1 Companies aTH~R

Year: 1996
In Dollars Per Line Per Month "

SUBJECT TO LOCAL OR COIN NON

SEPARATIONS INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

....'.~ SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

ITOTAL CUSTOMER OPERATIONS EXPENSE 6.57 1.11 0.01 0." 0.16 0.09 3.63
" <y

Marketing 1.95

...•·..• ,.';:L'·'~~i:1
1.95

Directly Assigned 0.11 0.11

Allocated 1.84 1.84

, , .';1
Operator Services 1.06

<~~r~
0.69 0.36

Call Completion 0.24 0.24

Intercept 0.00 0.00

Directory Assistance 0.79 0.69 0.09

Other 0.00 0.00

; ;'./

Published DIrectory 0.34 .' 0.16

Classified 0.05

TWX •• :,j,

AlphalTratlic 0.16 0.16

Foreign 0.00

CUSTOMER SERVICES 3.30 1.11 0.01 0.09 1.21

I Category 1 (Business Otlice) 2.42 1.69 0.09 0.64

Local BUSIness Otlice 2.13 1.6. 0.43

Service Order ProcessIng 1.19 1.06 0.13

Payment & Collection 0.52 0.30 0.22

Inquiry 0.47 0.31 0.16

Interexchange Carner Otlice 0.21 0.21

Service Order Processing 0.12 0.12

Payment & Collection 0.04 0.04

Inquiry 0.02 0.02

Co,n CollectIon and 0.09 0.09

Administration

Category 2 (Revenue Accounting) 0.55 0.29 0.26

Message ProcessIng 0.04 0.01 0.03

Toll Ticket 0.03 0.03

Local Message 0.01 0.01

Other BillIng & CollectIng 0.48 0.2t 0.19

MTS-Toll 0.19 0.19

EXchange, Sem" & DA 0.25 0.1t

Pnvate Lone 0.00 0.00

End User CL 0.04 0.04

Local (0.00) (0.00)

Carr,er Access B,lltng 0.02 0.02

Category 3 (Other Customer SVC5) 0.33 0.33



ALL TIER 1 Companies - ._.
Year: 1997
In Dollars Per Line Per Month

•
SUBJECT TO LOCAL OR COIN NON

SEPARATIONS INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

,'\<";";,."
ITOTAL CUSTOMER OPERAnONS EXPENSE 6.18 1... 0.01 0.61 0.12 0.02 3.43

Marketing 2,09 2,09

DIrectly Assigned 0,13 0,13

Allocated 1,95 U5

Operator Services 0.88 0.'1 0.27

Call Completion 0.17 0.17

Intercept 0.00 0.00

Directory Assistance 0.69 0.61 0.08

Other (0.00) (0.00)

.....,..,"'<'.'., ..
Published Directory 0.29

<F ii" 0.12

Classified 0.04

TWX >

AlphafTraffic 0.12 0.12

Foreign 0,00

ICUSTOMER SERVICES 3.02 1.I1t 0.01 0.02 1.00

Category 1 (Business 0IIice) 2.36 1.61 0.02 0.72

Local Business Office 2,07 1.61 0.45
Service Order Processing 1.15 1.01 0.14
Payment & Collection 0.49 0.21 0.20
Inquiry 0.49 0.31 0.18

Interexchange Carrier Office 0.27 0.27
ServICe Order Processing 0.18 0.18

Payment & Colleclion 0.03 0.03
Inquiry 0.03 0.03

Coin CollecllOn and 0.02 0.02
Administration

Category 2 (Revenue Accounling) 0.50 0.37 0.13

Message Processing 0.03 0.01 0.03

Toll Ticket 0.02 0.02

Local Message 0.01 0.01

Other Billing & Collecllng 0..... 0.37 0.06

MTS-Toll 0.06 0.06
Exchange. Semi. & DA 0.08 0.07
Provate Lone 0.00 0.00
End UserCL 0.01 0.01
Local 0.28 0.26

Camer Access Billing 0.03 0.03

Category 3 (Other Cuslomer Svcs) 0.16 0.16



C~orate Operations Expense Adjustments

1.D3 ~ 19.95 199_6 1997

934,644 1,478,940 878,030 1,015,238 1,065,948
0 666,700 (225,700) 0

-~~~- b

I 9346441 812.240! 1,1037301 1.015.238' 1 065 948

1,101,639 997,129 1,208,897 1,362,897 1,175,389
-~ - - -

0 146,000 0 0 88,000
I 1,101 6391 8511291 1.2088971 1.362 897 I 1.087 389

1,337,919 2,091,638 1,763,288 1,446,642 1,545,479
0 984,500 780,600 314,0(j0-~8-(j2,oo6

I 1,3379191 1,107,1381 982.6881 1.132642' 743.479

1,100,694 1,141,786 1,441,926 1,461,133~~~~,~J6
38,000 304,000 495,000 527,500 414,500

• 1,062,694 i 837,786 i 946.9261 933.6331 851,816

1,099,739 915,217 1,216,880 1,027,485 1,262,999
- - -_._---~ ._--~-~-_ .. ------------------ --_._. ~------

590,000 226,000 436,000 280,000 668,000
509,739 : 689.217 780880 I 747,4851 594999

Nvnex

Pacific Bell

COrD. Operations Less Charaes

Total Corporate Operations
Total One-Time Charges

BellSouth Telecommunications

COrD. Operations Less Charaes
Total One-Time Charges
Total Network Expenses

Corp. Operations Less Charaes

Corp. Operations Less Charaes

Ameritech

Total One-Time Charges
Total Corporate Operations
Bell Atlantic

Total One-Time Charges
Total Corporate Operations

Corp. Operations Less CharQes

"IQ~J~C?rporate Op,--e~_r_a_t_io_n_s ~~~_~-'--- __
Total One-Time Charges

Southwestern Bell
I2talQorporate Oper~tions~ __~~ 929 ,8§~,-

Total One-Time Charges 168,000
COrD. Operations Less Charaes 761,866

688,729 774,522 775,982 829,181
---- - --_. - --------- ---~-------- -------o 93,000 0 0

688729: 681 5221 775,9821 829181

US West
Total Corporate Operations 1,132,189 1,141,755
Total One-time~Chirges-- --~-~~--~~---- -- 0 98,000

1,1_05-,-~g2__ 1,209,~75__J_,343,914
186,000 135,000 101,000

Corp. Operations Less CharQes 1132,189: 1,043 755 ~ 919,602 1 1 074375 1 1,242914

GTE
Total C~r~~~t~ ~Qpe~tj()n~ ~~ _
Total One-Time Charges
Corp. Operations Less Charaes

1,098,483
o

1,098.483

1,159,258
350,500
808,758

1,357,238
500,000
857,238 i

1,170,875
577,700
593175

975,167
200,200
774,967



Network Expense Adjustments

1m ~ 199-6 19.9~ 1997

Ameritech
Total Network Expenses 664,180 693,225 669,884 630,066 646,~~

Total One-Time Charges ° ° ° ° 0
Network Exoenses less Charaes I 6641801 693,2251 6698841 630,066: 646446

Bell Atlantic
Total Network Expenses 719,418 716,098 711,182 743,321 765,035
Total One-Time Charges 0 0 ° 0 °Network Expenses less Charaes I 7194181 7160981 711.1821 7433211 765035

Nvnex
Total Network Expenses 824,694 879,277 895,566 883,411 946,847
Total One-Time Charges ° ° ° ° °Network Expenses less Charaes I 824.6941 879,277: 895,5661 8834111 946;847

BellSouth Telecommunications
Total Network Expenses 951,697 948,554 949,922 893,3'L6____~l:!4,?~0
One-Time Charges-Consolidations 15,000 165,000 231,000 ° °Network Expenses less Charaes 936,6971 783,554] 718,9221 8933161 894,220

Pacific Bell
I~taJ Network Expenses 816,506 702,099 656,605__t??~,422 707,086
One-Time Charges-Consolidations 0 12,000 28,000 9,000 2,000
Network Expenses less Charaes 8165061 6900991 6286051 6154221 705086

Southwestern Bell
T~~L!\letwork Expenses 528,285 5~8,-E)Q2__ 580,~8~____~ 0,440 713,144
Total One-Time Charges 0 0 ° 0 °Network Expenses less Charaes ! 528,2851 568,602 ! 580,4821 610.440 , 713144

US West
Totat f'J~t\\t0r~_~)(p_eJ1ses___ 612,048 693,081 738,881 ~76,6~0_ ~0~.!?3()._- ----- ------------------_. --
One-Time Systems Development 0 118.000 129,000 91,000 22,000
Network Expenses less Charaes 612048· 575,081 609,881 ! 585640 I 582730

GTE
Total Network Expenses 631,265 609,641 613,111 577,304 565,564
One-Time SyStemsDevel0 pme-nt--- -----

-- --- -- .... - -_. __ ._. ---~_. ---------

0 0 ° 0 0
Network Expenses less Charaes 631,265 609.641 613111, 577.3041 565.564



Ameritech • Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

Non-Management Workforce Restructuring
Expense (Credit) ($225.7) $666.7

1993

Subtotals
._-------- ---------
Total One Time Adjustments
"IotaI On~_J!me Adjustments per Line

0.0 0.0 ($225.7) $666.7
___. (~~1:.3~} _ ~37 .86

$0.0



Illinois Bell - Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

Non-Management Workforce Restructuring
Expense (Credit) ($57.1) $196.5

1993

Subtotals
Total One Time Adjustments
Io.tal One Time Adjustments per Line

._-,----- --- - ---- --- ---- - -----
0.0 0.0 ($57.1) $196.5 $0.0

___ __ ___._._(~9.51 ),_--,-$3-=3-=.9-=1_



Indiana Bell- Corporate Operations Adjustment

1993

Sourc~SEC10K and 10Q Reports

Non-Management Workforce Restructuring
Expense (Credit)

~- - --~~ - - - ~---------

($36.9) $93.5

Subtotals
TotafOne Time AdJustments----------~--

T~otal.Qn~ Ti'!'~~C!i~stments per Line
0.0 0.0

-+--------- -- -. _._----

($36.9) $93.5 $0.0
(!.19: 1}L~_$~50.49

-----~-------------------------------------



Michigan Bell- Corporate Operations Adjustment

1993

Source: SEC 10K and 10Q Reports

Non-Management Workforce Restructuring
Expense (Credit)

-----------

Subtotals
Total One-time AdJustments--------------ol,---

Total o.n_~_Iime Adju_~~entsJ~)er Line _

($64.9) $174.4

0.0 ($64.9) $174.4 $0.0
($13'E5~__~_~~1~ _

--,--------------------------------



Ohio Bell- Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

Non-Management Workforce Restructuring
Expense (Credit) ($42.7) $130.5

1993

---- -----~ - -------------------- ----------- ---

Subtotals------_. ----_._.~

Total One Time Adjustments
Tot~_One Time Adjustments_per ~i~e_

0.0 0.0 ($42.7) $130.5
__(~! 1~.8--,4),---~$~l:~Q_

$0.0



Wisconsin Bell· Corporate Operations Adjustment

Source: SEC 1DK and 1DC Reports

Non-Management Workforce Restructuring
Expense (Credit) ($24.1)

199~

$71.8

1993

Subtotals
-Total One Time Adjustments-----------------Olf---QO----($24.1)-

Total One Time Adjustments p~Jdl'l.e_ (~l?_:?g>.

$71.8 $0.0
$37.83



Bell Atlantic - Corporate Operations Adjustment

J993

Source: SEC 10K and 10Q Reports

Merger Costs General
Merger Costs - Employee Separation

$19.5
$68.5

Other Employee Separation $146.0

88.0 0.0 $0.0 146.0 $0.0
$4.22 $0.00 $0.00 $7.94

---_.~------ ------_._---------------- ------ ---------_ .._-

Subtotals
==-:---:-:-::----------

Total One Time Adjustments
I9tal One Time Adjustments per Line

-- -- --- --------=-~--------
Deferred Credit 8-13
~Q!"kfor~e-.B~structuring 15.688 $41.7 $14.9 $133.2



Bell of PA - Corporate Operations Adjustment
------------=:-=-=----:-:;::-::-:-- ._--- -_.-

19~ 1993

S...o.urce: SEC 10K and 10e Reports

------------

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

---- ------ --------

Subtotals
Total One Time Adjustments
Total One Time Adjustments per Line

$6.0
$19.0

25.0 oJ) $0.0
$0.00

$37.1

37.1
$6.85

$0.0

Deferred Credit 8-13
Wo':!<!orce Restru~turing _

----------

9.22 $10.9-- .-_._---_._--~--_.-.. _-_._.__ . $1.3 $39.1



Delaware· Corporate Operations Adjustment

1993

Source: SEC 10K and 10Q Reports

Merger Costs General
~erger Costs - Employee Separation

Other Employee Separation

$0.5
$1.2

$3.0

--- ----- ------------------------

Subtotals
-- - --=:--c----------- ------- -----------

Total One Time Adjustments 1.7 0.0
Jptal One Time Adjustments per Line $~.2_8 ~9.00_ __

ARMIS_4302

---,------- -------
$0.0 3.0 $0.0

$0.00 $6.62

---- - --- ---------~- --
Deferred Credit 8-13
Wor~f9~ce Res.!ructuring

~-----
$0.3 $2.4

-----------------------------------------



New Jersey Bell· Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

.~_.~ --- ---

19_~ 1993

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

-------------~--~----

$4.0
$18.0

$44.9

Subtotals
Total One Time Adjustmen~---- ------~----=-22-=-.-=-0----=---0.0--~-$0.0-- --

Total One Time Adjustf!l~rl~s p~rLine _ _ _ _ ~Q.OO

44.9
$8.76

$0.0

Deferred Credit 8-13
Workfqr~eJ3_estructuring_ 5.118 $20.1 $4.7 $37.1



CP of DC - Corporate Operations Adjustment

Source: SEC 10K and 10e RePQ.£ts

Merger Costs General $1.0
Merger Costs - Employee Separation $3.4

1995 1994 1993

Other Employee Separation $1.9

0.0 $0.0
$0.00 $0.00

--- - -~-- _.

Subtotals
--~- - ---._--- - ------

Total One Time Adjustments
To~1 One Time ~dju~~'!I~nts p~ L(~e_ _ _

ABMISA302

- -- - - -----~-_._------- ----

4.4
$4.70

1.9
$2.34

$0.0

Deferred Credit 8-13
Wo~kforceB~§t~ucturirJg_ 1.737 $1.5 $6.3



CP of MD • Corporate Operations Adjustment

Source: SEC 10K and 10e Reports

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

$3.0
$12.0

$26.5

Subtotals
~fotal One Time A<:fJu-stments~- '- -_. 15.0--0~O----~ $0.0 26.5'- -~ - - $0.0

Total One Time AdJ~st'!lentsJ?~O~i!,,_~~ ¥--dL_~0.00 . ~O-.:OO ~8.7~__ _ __

ARMLS 4302

Deferred Credit 8-13
Workforce_.Restruc~ring~ __ $4.7 $4.5 $21.8



CP of VA - Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

1993

Merger Costs General
Merger Costs - Employee Se

Other Employee Separation

$4.0
$11.0

$24.0

Subtotals
-fotalOne Time Adjustments 15.-0
Total 0rl~3i~e Adjustments p_~!hine

ARMIS_4302

0.0 $0.0 24.0
$0.00 $8.49

$4.3 $2.3 $19.6



CP of W. Virginia - Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

19-.aS 1993

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

$1.0
$3.9

$8.6

~-~~-~-~-~~ ~.~~~~--~----------

Subtotals
-----~- _.._---~--------_.__._-_._--------~-------
Total One Time Adjustments 4.9 0.0
~Tot§ll O~E! ~·Iime Adjustments per ,=il}e_ _ ~~§.30 ~$O~~(L ~

ARMISA302

$0.0
$0.00

8.6
$12.10

$0.0

Deferred Credit 8-13
vyorl<force ~est!ucJl!~ng_._~~~~ __ ~ 1.35 $0.3 $7.0



BellSouth - Corporate Operations Adjustment

S~ICe: SEC 10K and 10e Reports

199~1993

Force Reductions
Set up in 1993 for Force Reductions -

Cash Outlay
Noncash outlay - Pension Funds

Total Charges against Reserves '97 View

.1993 $1.248M restructure. originally $1, 136M
Consolidate/Eliminate Operations

Systems
Employee Separation

Total
- Minus Consolidate/Eliminate Operations

1995 workforce reductions thru '97 - $942M
Estimated on 11,600 Emp. Reduction 414.5 527.5

--~---

$648.0 $390.0 $53.0
$78.0 $79.0 $0.0

$726.0 $469.0 $53.0

$231.0 $165.0 $15.0
$244.0 $170.0 $0.0
$251.0 $134.0 $38.0
$726.0 $469.0 $53.0
$495.0 $304.0 $38.0

------- ------ -------- ---_._------

Subtotals -----_.__ .------ -_._--_.. -----------
Total One Time Adjustments 414.5 527.5 $495.0 $304.0 $38.0
Total One Time Adjustm~~lsp~! ~l~. ~!~.~~_.._!~4.94 .$.24.56 $15.78 $2.06

-::------;~------:-;;-----------_._- ._.._- ------ ------- --- ---.-- ----_.-
NetworlLO-P.erations

Consolidate/Eliminate Operat~~n~_

ARMISA302

Deferred Credit B-13
Resructurlng_AccruraL. 113.9 $84.9

$231.0 $165.0

$0.0

$15.0

$570.0





New York Telephone - Corporate Operation Expense Adjustments

---~- ----- -

199Z 19.96 199-5 j99~ 1993

S.J:tYr.c;e: SEC 10K and 10a Reports

Retirement Incentives - Pension Enhancements
Set up in 1993 for Force Reductions $175.5 $73.4 $221.5 $446.0
Other Retirement Incentives $87.4 $14.4 $82.5 $57.4

Severance Portion recognized in 97 from other
Retirement Incentives - 87.4 M related to merger $57.0

Merger Related Costs:
Transition/Integration Costs $25.0
Direct Incremental Costs $11.0

Consolidating Operations/Organizations $273.0

Process Reengineering Costs - Set up in 1993:
System Redesign - Customer Contact/Operations $64.0 $68.0
Work Center Consolidation $3.0 $35.0 $10.0
Branding $4.0 $15.0
ImplementationlTraining $3.0 $2.0 $1.0

Restructuring Costs for Telesector Resources:
Sevrance $71.0
Postretirement Medical Costs $31.0
System Reengineering $5.0 $68.0 $45.0
~~~ineering implementation

.- - ---- ---------- --~-

$14.0 $21.0

No Y2K Costs prior to 1997.

Subtotals
-----_.. - --- _._- --- -_._-----~ -~. __._---

Retirement Incentive Costs $232.5 $87.8" $304.0 $503.4 $0.0
Reengineering/Restructuring Costs $0.0 $75.0 $191.0 $194.0 $0.0
Merger/Consolidation/Other Contingencies $309.0 $0.0 $0.0 $0.0 $0.0
Total One Time Adjustments $541.5 $162.8 $495.0 $697.4 $0.0
Total QIl4!_Ti~e ~ustme!l~e!J.J~~ $47.71 $14.91 $47.11 $68.59 $0.00- -_.- -

ARMIS_4302~_Sc;hedule 813_

---------
RestrLJP~LJringCosts 57.1 44.3 494.4 441.2 508.7-----.------



New England Telephone - Corporate Operations Expense

SOl!rce: SEC 10K and 10e Reports

N9..5 1994 J993

Retirement Incentives - Pension Enhancements
Set up in 1993 for Force Reductions
Other Retirement Incentives

Severance Portion recognized in 97 from other
Retirement Incentives - 87.4 M related to merger

Merger Related Costs:
Transition/Integration Costs
Direct Incremental Costs

Consolidating Operations/Organizations

Process Reengineering Costs - Set up in 1993:
System Redesign - Customer Contact/Operations
Work Center Consolidation
Branding
ImplementationfTraining

Restructuring Costs for Telesector Resources:
Sevrance
Postretirement Medical Costs
System Reengineering
Reengineering implern~!~t~~Q~__

No Y2K Costs prior to 1997.

$147.5
$54.5

$33.0

$14.0
$6.0

$60.0

$122.7
$9.5

$12.0

$0.0

$138.3
$36.3

$42.0
$6.0
$2.0
$0.0

$41.0
$11.0

$132.0
$36.1

$1.0
$12.0
$0.0

$44.0
$19.0
$29.0
$14.0

Subtotals
Retirement Incentive Costs
Reengineering/Restructuring Costs
Merger/Consolidation/Other Contingencies
Total One Time Adjustments
Jot~1Q'!~ Tim~_~djlJ.s_!,!,~n~ per Line_

ARMIS 4302_,,: Schedule 813

---------_ .. _-- - ---- ---------- -.- --- ------_.--

$180.5 $132.2 $174.6 $168.1 $0.0
$0.0 $12.0 $102.0 $119.0 $0.0

$80.0 $0.0 $0.0 $0.0 $0.0
$260.5 $144.2 $276.6 $287.1 $0.0
$39.30 $22.70 $45.23 $48.75 $0.00

~-
_._- _.--- .--_ ..

$22.6 $74.0 $138.9 $170.2 $0.0



Pacific Bell· Corporate Operations Expense

~9.9~ 1994 1993

Source: SEC 10K and 10e RePOrD

Force Reductions
Set up in 1993 for Force Reductions - Reserves $93.0 $219.0 $819.0 $1,097.0

Cash Outlay $190.0 $381.0 $216.0
Noncash outlay - Pension Funds ($64.0) $219.0 $62.0

Total Charges against Reserves '97 View $93.0 $126.0 $600.0 $278.0

1993 Projection of $977M restructure
Severance $115.0 $174.0 $241.0 $120.0

Info System Reengineering $38.0 $97.0 $167.0 $94.0
*** Consolid. facilities $2.0 $9.0 $28.0 $12.0

Total Projected $155.0 $280.0 $436.0 $226.0
Minus Consolidated Facilities $153.0 $271.0 $408.0 $214.0

1993 Charge for Force Restructure $977.0
1993 Charge to Accelerate Post Retirement Ben. $590.0

$1,687.0
Strategic Initiatives: Merger/Integration Costs/
Operational Reviews/Number Portability

Merger Approval - Regulatory RUlings $107.0
Reorganization Initiatives $154.0
Other Merger Expenses $252.0

---~~.~._-_.-
._~--_.-

._---------
Subtotals
Force Reductions
Merger/Consolidation/Other Contingencies
Total One Time Adjustments
Total One Time Adjustments per.I:~~

--~.-=---

NetwoI"ILO-p.erations

*** Consolidated facilities

ARMIS 4302

Deferred Credit B-13
Merger Related
LT - Force Restructuring Liability
Earthquake Repairs
Deferred Charges B-9
Additional minimum Pension Liability
Deferred Capital - Restructuring Reserve
_~~~_!Te<!E.~rthqua~~ Exee.!l~es _

$153.0 $271.0 $408.0 $214.0 $0.0
$513.0 $0.0 $0.0 $0.0 $590.0
$666.0 $271.0 $408.0 $214.0 $590.0
$39.5 $17.1 $26.5 $14.3 $41.0- --~~---------------- ------- -- _.. -

- --------~---~ -_._-_. ----- - -_. ---

$2.0 $9.0 $28.0 $12.0
---- ----- - ..._- ----_._-- --- - - .---- ---

- ---- -------_ ..

$325.2
$158.0 $351.0 $570.5 $1.503.0

$2.0

$45.5 $0.9 $0.9 $1.5
$19.1 $29.3 $35.1 $70.8 $82.0

$1.5 $5.3 $3.9



Southwestern Bell - Corporation Operations Expense

1993

SoJ.!rce: SEC 10K and 100 Reports

--------------"-----" --- ----------

Strategic Initiatives: Merger/Integration Costs/
Number Portability

Cost of Services and Products
SG&A related

Strategic Realignment of functions - SG&A
Operational Restructuring - Mostly Severance
Increase in Post Retirement Benefits

Subtotals
Force Reductions
Merger/Consolidation/Other Contingencies
Total One Time Adjustments
!~~al One Time Adjustment!.per~ine__

$149.0
$209.0

$358.0
o *

$0.00

$93.0

$93.0
$0.0 $0.0
$0.0 $93.0

$0.00 $6.83

$0.0
$0.0

$0.00

$58.0
$110.0

$168.0
$0.0

$168.0
$13.23

* Doesn't seem that initiatives are just for current period or even allowable under Regulatory like portability.



US WEST - Corporate Operations Adjustment

199~ 1993

Source: SEC 10K and 10e Reports

Force Reductions
1993 $880M restructure

Employee Separation
Systems Development *

Real Estate
Relocation
Retraining

Total
** Minus Systems Development

Systems Development: ($360M)
Svc Deliver $84M, Svc Assurance $60M,

Capacity Provis ($184), Other ($32M)

$86.0
$22.0
$6.0

$9.0
$123.0
$101.0

$102.0
$91.0

$8.0
$5.0

$20.0
$226.0
$135.0

$76.0
$129.0

$66.0
$21.0
$23.0

$315.0
$186.0

$19.0
$118.0

$50.0
$21.0
$8.0

$216.0
$98.0

--- - ~- ----~---_._------_ .._--

$22.0 $91.0 $129.0
--~.- ._.. _--------- ~--

Subtotals
Total One Time Adjustments
Total One Time Adj~stm~nts per Line

~-:----;-----:; ---_. -_.- - - - - -
Netwo.r.~Qperations

Systems DeveloPrTlen~:

ARMI_S.4302

Defe-rredCredit-8-13 --------

B.~eJ:lgi~~e~!1g R~s~rve _. _

101.0
$6.43

135.0 186.0 98.0
$9.06 $13.01 $7.10._--- -- ------ _.~---_.-

$118.0

$346.9

$0.00



GTE Total- Corporate Operations Adjustment

SQurce: S-.EC 10K and 10Q Reports

Restructure Costs - $1,178.6 M set up in '93 $200.2 $577.7 $500.0 $350.5

--------------------------------------- -------------- ---

Subtotals
Total One Time Adjustments
TC?!.~9ne Time Adjustments per Line

ARMJS4302

Deferred Credit 8-13
R~~ngineer!r:!9,_R_e_s_e_rv....::..e _

200.2
$12.01

.===------=c=-::-~--- --- ---------
577.7 500.0 350.5 0.0

$36.19 $33.90 $25.39 $0.00
._-~._- ._.._-----~-----~

$228.1 $629.9
- --_._---~---- - ----. -~ --_._._---



GTE of CA - Corporate Operations Adjustment

-----".-=-----------,--:~---- - -------- -
19a5 ta9A j 993

Source: SEC 10K and 100 Reports

---------------------------------------

Restructure Costs - $494.2 M set up in '93 $54.9 $170.0 $129.2 $140.1

-----------------------------_.-

Subtotals
Total One Time Adjustments
Total One Time Adjustments per Line

~BMlS..A302

54.9 170.0 129.2 140.1
_$,,--,1=2~.7_..:...1__$"'-4=0=.2=5__$~§.?1_____~39.80

0.0
$0.00

Deferred Credit 8-13
Reengineerir:!9 Reserve $80.1 $250.7



GTE of FL - Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

1993

-------------------------------- •.. _-----_.. -

Restructure Costs - $194.3 M set up in '93

Subtotals

$22.4 $79.5 $48.9 $43.5

Total One Time Adjustments
Total One Time Adjustments per Line

ABMIS4302

22.4
$10.38

79.5 48.9 43.5 0.0
$39.07 $25.18 $23.40 $0.00
-'-----'---- _ •• o. __•. __

Deferred Credit 8-13
Reengineering Reserve $30.8 $106.2



GTE of Hawaii - Corporate Operations Adjustment

199~

Source: SEC 10K and 10e Reports

1993

Restructure Costs - $78.0 M set up in '93

Subtotals

$11.5 $27.8 $21.5 $17.5

T6talOneTimeAdjustments ---- ----~-----. f1.5 27.8

Total One Time Adjustments per Li_I1~_. ~1~~}___ ~9.8~_

21.5 17.5
$32.58 $27.30

-----'

0.0
$0.00

Deferred Credit 8-13
Ree.!'1gineerif!9 Reserv~ _ $15.4---- ------~----_._--_.----- $44.5



GTE of the North - Corporate Operations Adjustment

-------------------

Source: SEC 10K and 100 Reports

1993

Restructure Costs - $374.6 M set up in '93 $46.8 $143.5 $137.6 $46.7

143.5 137.6 46.7 0.0
$34.74 $34.50 $12.12 $0.00

---~._--- ----~------ -------- ,._--------- ---- .--

Subtotals
Total One Time Adjustments
T~tal One Time Adjustments per Line.----

ARMIS4:l02.

Deferred Credit 8-13
Re~l'lg~neering :.....:R=es=..:e::..:..rv.::...:.e= _

--------- --- -------_.-_.__ .-.- --

46.8
$10.90

$28.6



GTE of Northwest - Corporate Operations Adjustment

------:-:;;=--~=--~=;-----:;-;._._------_. - ._.
19.91 .1996 1995 ~a9A 1993

Source: SEC 10K and 10Q Reports

-------------------------------------------

Restructure Costs - $125.0 M set up in '93 $15.8 $48.5 $35.2 $25.5

Subtotals
TotaIO;;;:'n-e-;T;;;;j:--m-e:--A;-d7.""ju-s7tm-en--:-ts - ------ 15.8 48.5----35-.2------25~5---- -6.6
Total One Time A~justmen!~J?.~.!J:Ln~ $11_.§_~_ $37.68 $28.95__ ~?.1.:~1 $0.00

ARMIS 4302

Deferred Credit 8-13
~engineeringReserve

------- -- --~._--_. ---- ---- ----~----------------

$22.8 $70.6



GTE of South - Corporate Operations Adjustment

19J)A 1993

Source: SEC 10K and 100 Reports

Restructure Costs - $163.0 M set up in '9 $21.9 $52.4 $53.7 $35.0

---- --- --;------

21.9 52.4 53.7 35.0 0.0
___ ~12.44 ~1 :5J ~~~.:7~ $28.93 $9.:.00

Subtotals
.~---;;=------;:-::-~----,------

Total One Time Adjustments
Total One Time Adjustments per Line

Deferred Credit 8-13
Heengineering Reserve._------- $25.6 $60.1_..- -_. ------ ---~ - - --_.. --



GTE of Southwest· Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

1993

Restructure Costs - $172.0 M set up in '93 $26.9 $56.0 $73.9 $42.2

Subtotals
Total One Time Adjustments
To!al One Time A~ustments per Line

---------------- ---=~
26.9 56.0 73.9

$13.03 $28.81 $42.57
42.2 0.0

$27.16 $0.00

Deferred C=-re--:d7:Cit-=S:--1---=3-- --- --- - -- --- ---

R~~'!9ineerin9..Beserve $24.8 $97.8



BELL ATLANTIC - NYt£X IERGER

0"1 August 14, 1997, Bell Atllntic rd NYNEX ccnsumIlted a nerger IIlereI:J)t
NYNEX becane a Slbsidiary of Bell Atllntic rd NYNEX shareclW'lers receiwd 0.768
of a share of Bell Atllntic camrJn stock for each share of NYNEX CamD"l stock
0W'led. Bell Atlantic CWlS nine sUJsidiaries loI1idl provide d:Jnestic
teLecama.nicatias services (collectiveLy, the "telEJ:hcre Slbsidiaries").

In 1997, the Carpny reccl!J'lized II'I!I'ger-related costs of ~xiRBtely$124
mil Lia'l, casistirg of $11 mill ion of direct incn:mentaL costs rd S88 mi II ion
for enplayee se'llerance costs rd S25 millia'l for transiticn rd integratia'l
costs. These costs inclu:le lIRJI"OXiRBtely S59 milLia'l representirg the Carpny's
aL Located share of nerger-related costs fran Telesector Reswrces Gr'o.4:l, Inc.,
an affil iate loI1idl provides centralized services a'I a ca'ltract basis.

RESUlTS OF CPERATiOO

Merger-Related Costs

ResuL ts of q::eratias for 1997 inclu:le nerger- related pre- tax costs total irg
lIRJI"OXiRBtely $124 nrillicn{ casistirg of $11 millia'l for direct increnental
costs, S88 mill ia'l for enp ovee sewnn::e costs. ara S25 ml Llla'1 for tnnsltia'lara lntestat1a'1 costs. These costs lncliOde 1IRJI"OX1RBtely S59 ml Llla'1
representlrg the Carpny's allocated share of nerger-related costs fran
Telesector Res<U'ces Gra.p, Inc. (Telesector Resources), an affi l iate loI1idl
provides central ized services a'I a Ca'ltract basis. Costs allocated fran
Telesector Resources are inclu:Ed in Other tperatirg Expenses.

Direct incn:mentaL costs casist of expenses associated with coopensatia'l
arrargernents related to cCllpleting the II'I!I'ger transactia'l. Enployee se'llerance
costs represent the Carpny's praporticnate share of berefit costs for the
separatia'l 1:1( the erd of 1999 of n&lBgt:IlB It enployees loI1o are enti tled to
berefits l.n:ler pre-existirg Bell Atlantic separaticn pay plans. Transitia'l rd
integratia'l costs casist of the Carpny's proporticnate share of costs
associated with integratirg the q::eratias of Bell AtLantic rd NYt£X.

Other O1arges rd Special Itens

The Cmpany also incurred costs associated with its retin:ment incentive
progran totalirg $262.9 mil l ia'l in 1997, cCJ!pEIred to $87.8 millia'l in 1996.

The retirenent incentive costs for 1997 rd 1996 incLu:Ie am:u'lts dlarged to
the Cmpany 1:1( Telesector ResaJrCes for an allocated portia'l of the enployees
Iilo Left TeLesector Resources l.n:ler the retirenent incentive progran. In 1997,

9
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New York TeleP10ne Cmpany

the reti renent incentive costs allocated to the Cmpany 1:1( TeLesector Resources
were $87.4 mill ia'l, CCJ!pEIred to $14.4 mill ia'l in 1996.

CPERATING EXPENSES

(DoL lars in Hi II ias)

For the Years Erded Decentler 31 1997 1996 %O1ange

EnpLayee costs, inclu:Jirg berefits rd taxes •.
Depreciatia'l an::l arortizatia'l ..
Taxes other than incCllE! .
Other operating expenses .••...•...•••••.••••••

TotaL .

$2,435.6
1,446.0

679.6
2,443.0

-.-.----
$7,004.2

$2,242.0
1,326.2

668.4
2,305.6

S6,542.2

8.6%
9.0
1.7
6.0

7.1
===



EM>lOYEE lXlSTS

In::rease

1997 - 1916 $193.6 8.~

Enplayee costs ccnsist of salaries, wages In:'I other 81Playee coopensation,
81Playee berefits In:'I ~ll taxes paid directly by the CCITpany. Similar costs
ircurred by 81Ployee.s of Telesector Resarces, lt10 provide central ized services
on a contract basis, are allocated to the~ In:'I are in::lu:led in Other
~rat irg Expenses.

Enplayee costs in::reased prin::ipally as a resul t of hi!tler costs associated
with the CcJlpany's retirement in::entille program. COSts associated with
Telesector Resarces' retirement in::entille progran were allocated to the~
In:'I are inclu:led in Other ~ratirg Expenses. For a further discussion of
retirenent in::entives, see below.

Enplayee costs were also hi!tler as a result of arrual salary and wage
increases, the effect of increasec:t work force levels attril:aJtable to hi!tler
l:usiness volunes, In:'I merger-related costs recorded in the third ql.Srter of
1997. The rec ized illBtel $57 mill ion in benefit costs for the
s ratIon tot are 8'ltl t to

Its r g=e-exlstll'B Be At antIC seearatlon~ p alSo e CcJlpany also
recoraed Clf=.Pl"ClXll1Btely S2 nnll10n Of dIrect lncrenentamerger-related costs
associated with cCJTPl!rlSBtion arrargenents. Merger-related costs associated with
81Ployee.s of Telesector Resources were allocated to the Carpany and are inclu:led
in Other ~ratirg Expenses.

These expense increases were partially offset by a reduction in benefit costs
caused by a rurI:1er of factors, inclu:lirg charges in actuarial assurptions,
favorable retums on plan assets, lower than expected medical claim; In:'I plan
arerdnents includirg the caM!rSion of a pension plan to a cash balance plan.
Lower OIIertime pay for repair In:'IlIIIintenrce activity also reduced B1playee
costs in 1997. This decline was dJe to the irrpact of severe weather experi8'1Ced
in the first q.Jilrter of 1916 ","ich caused a hi!tler level of costs to be expensed
durirg that period, ard dJe toi~ in the service del illery pro!JCIII.
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New York Telep,one CcJlpany

Retirement Incentives

The CcJlpany had previ ously di sclosec:t that it expected the tota L rurI:1er of
B1pLoyee.s Iot1o wouLd eLect to Leave under the current retirement incentille
program throulti its cmpletion in 1998 to be in the rarge of 11,800 to 12,400,
consistirg of ~oxilllltely 5,500 rranagenent In:'I 6,300 to 6,900 associate
ElTployee.s. The totaL rurI:1er of l!IIployee.s incLudes the Ccnpeny's allocated
portion of B1ployee.s of Telesector Resources. The CcJlpany had accrued S630.9
miLlion of pre-tax charges in 1993 for severance In:'I postretirement rredical
benefi ts under a force reduction plan.

As of Deceri:ler 31, 1997, 10,962 B1ployee.s (5,475 managenEnt ard 5,487
associates) had eLected to lealle under the program, ard additional charges of
$1,178.1 mill ion ($765.7 mill ion after-tax) had been recorded in connection with
the retirement incentille program. The rranagenent portion of the program was
cmpleted as of March 31, 1997.

Based on the experi8'lCe of 8IPlayee take rates under the program In:'I
rranagenent's most recent assessment of work volume ard productivity trends, Bell
Atlantic is currentLy ccnsiderirg In:'I discussing with the unions possible
charges in the program for associate B1ployee.s. Bell Atlantic now expects that,
if the program is fully illplemented, the total rurI:1er of enployee.s electirg to
leave under the program, ard the associated additional charges, would be
slbstantially greater than previously estillBted.

As of Decerrber 31, 1997, the rSlBinirg reserves associated with the 1993
restructurirg plan were ~oxillBtely S34 mill ion for enpLoyee severance ard Y.7
mill ion for postretirement medical benefits. See Note 11 to the ccnsol iclated
financial statements for additionaL inforlllltion on retirement incentives.

OTHER OPERATING EXPENSES
Increase

1997 - 1916 $137.4 6.(7',<,

Other operatirg expenses consist of contract services including centralized
services expenses allocated from Telesector Resoo.rces, rent, network software

._._--_..".__._.._-_._------------------------------



costs, the provision for U'lCOllectible acco.nts receivable, a-d other costs.

The in:resse in other operating~ WIS attribJtable to hi~
interccrnee:tion charges for tennil'lEltire calls on the networks of ccrrpetitive
local exc:l'lcrge carriers, hig,er costs resul tire fran in:reased netloDl"k software
l.fl9rades rd hi!tler central ized services~ allocated fran Telesec:tor
Rescu-ces. The rise in central ized services~ WIS prillllri ly dJe to the
recoglition of Telesector Reso.rces' allocated partial of retiranent in:ernive
costs, merger-related costs rd other special it8l&. Also CaltribJtire to the
in:resse in other operatire~, bJt to a lesser extent, were trarsiti<rl
rd integrati<rl costs, costs to cmsol iclate certain redrdant real estate
properties, charges for M9Jlatory, legal rei other ca'ltireencies, rd other
miscellaneous expense it8l& incurred bf the CCJlpIny in 1997.

These in:reases were partially offset bf the illpllCt of accnsl reversals
associated with the resoluti<rl of certain n!9Jlatory rd tax Caltireencies.
O1arges associated with these Caltireencies were recorded in Other q,eratire
EJ<perses in prior periOOs, lIlile the act~l settlElllel'lts were recorded in Local
Service Reven.oes, Taxes Other Than Incane, rei Interest Expense in 1997. The
effect of other legal rd n!9Jlatory Caltireencies recorded in 1996 further
offset the in:reases in Other q,eratire Expenses.

New York Telej:hme CCJlpIny

cnISQ.IDATED STATEJoENTS OF INCCM: NIJ REINVESTED EARNINGS (ACll.MJLATED DEFICIT)
For the Yeers Erded Decerber 31

(Dollars in Mill ims)
<TABLE>
<CAPTI[)I>

<S>
CFERATING REVEtLeS (in:lu:lire 1224.3, S233.8, a-d 5212.5

fran affH iates) ••••••.•••••••••••••••••••••••••••••.•.••.•....•••

CFERATI NG EXPENSES
Enployee costs, in:lu:lire benefits rd taxes •••..••••..•••••••..••
Depreciation rd amrtizati<rl•••..•••••••.••••••.•••••••••••••.•••
Taxes other than in:are••.••••••..•••••••.•...............•.......
Other (inclu:ling $1,427.1, $1,278.4,

rd $1,265.2 to affiliates) ••••••.••••••.•••••••.•••••..••

CFERATI NG INa:M: ...••.•.....••••••••••••••••...•••...•.•..........•.

OTHER INa:M:, NET (inclu:lire $36.5, $18.8,
an:l 122.2 fran affi I iates) •••••.•••••••.•...•.......•....••.•••.•.

INTEREST EXPENSE (inclu:ling $46.2, 525.2,
an:l $16.8 to afti 1iate) •••••••••••••.••••••••••••...••••......•.•.

In:are Before Provisi<rl for Incane Taxes, Extraordinary
ltan, rd CuTulative Effect of 01aree in

AccOlllting Principle•••••..••••••.•.•••.••.••••••.•••••....••...

PROVISI[)I F~ INCCM: TAXES•••...•••••.•.••••••..•..•................

Incare Before Extraordinary Itan rd CuTulative
Effect of Change in AccOlIltire Principle•••••..•..................

EXTRAalDlNARY ITEM
Disc<rltiruati<rl of Regulatory ACCOlIltire

Principles, Net of Tax••••••••••••••.•.••••..•••••.....•........

Cl.M..JLATlVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE
Directory Plblishing, Net of Tax••••...••••.•...•.••..•.•••.•.•..

NET INa:M: (LOSS) .••.....•...••.••••.••••••.•••.......•....•.•.....•



Merger-Related Costs
Results of c:peratia"lS for 1997 irclude nerger-related pre-tax costs of

~ilTBtely $11 mill ion for direct ircremental costs lrd S88 million for
Slplayee severarce costs. These costs irclude BRJI"oxilTBtely $39 million
representire the e:aty:&1y's allocated share of merger-related costs fran
Telesector Resarees, an affil iate ..nich provides centralized services on a
contract basis. Costs allocated fran Telesector Resources are irclu:lecl in Other
~ratire EJqJenses.

Direct ircrenental costs Ca"lSist of expenses associated with cmpensation
arrargenents related to CCIIpletire the merger transaction. Enployee severarce
costs, as recorded lrder SFAS No. 112, "Enplayers' Acccultire for PostSlplCl')1l'Ent
Benefits", represent the e:aty:&1y's prq:lOrticrste share of benefit costs for the
separation b,I the erd of 1999 of fnI'lII9Bl1E!rl Slplayees ..no are entitled to
benefits ITder pre-existire Bell Atlantic separation pay pllrlS.

Reti renent Il"CEntives

In 1993, the e:aty:&1y lnlOU'lCed a restru:::nrire plan ..nich ircluded an accn.sl
of S630.9 mill ion (pre-tax) for sellerarce lrd postretirenent medical benefits
ITder a force red.Jction plan, of ..nich $74.1 mill ion was the Ccn1JEInY's allocated
portion of Telesector Reso.rces' costs for its force recU:tion plan. Begimire
in 1994, retirenent ircentives haw been offered as a volU'ltary melrlS of
inplenentire Slbstantially all of the werle force recU:tia"lS plllTled in 1993.

Sirce the irception of the retirement ircentiw program, adfiticrsl costs
totaled $1,178.1 mill ion (pre-tax) as of Dec8Itler 31, 1997. These costs irclude
aJIlU'lts associated with Slplayees paid directly b,I the CaTplI'1Y lrd the Cmpany's
allocated portion of aJIlU'lts associated with Slplayees of Telesector Reso.rces.
Costs associated with l of the are ised of $175.5 million
In • ml Ion In « • ml Ion In • nn Ion In
1~ ~ are n;ported In Enp[!M!e Costs. Costs assocIated WIth the~'S
allocated£11on of costs are:flSsed of S87.4 nnlllon In 1997. S~llion
In 1996 .5 ml II Ion In 1995 7.4 mil bon In 1994 ara are r rted In

r Q:SJ!t~ E~es. T costs assoclat WI SIp ayees pal e
e:aty:&1y lrc[ t~penslon lrd postretirement benefit aJIlU'lts disOJSSed above,
as well as vacation pay costs lrd other items. As described above, the
retirenent ircentive costs h8lle been red.Jced b,I Sellerarce lrd postretirenent
medical benefits reserves establ ished in 1993 lrd trlrlSferred to the pension lrd
postretirenent benefits l iabil ities as Slplayees accepted the reti rement offer.
As of Decentler 31, 1997, the relTBinire reserves associated with the 1993
restru:::turire plan were ~ilTBtely S34 mi II ion for Slplayee se'IIerarce lrd $47
mi II ion for postretirenent medical benefits.

As of Decamer 31, 1997, Slplo~ ..no h8IIe left the b.Jsiness ITder the
retirenent ircentive program totaled 10,962, ca"lSistire of 5,475 mill8gemelit
Slplayees ard 5,487 associate Slplayees (irclu::lire 2,433 I1IIII8gEIIEI.t Slplayees
ard i!96 associate Slplayees of Telesector Resources). The retirement ircentive
program coveri re mil sgenent Slplo~ en::Ied on March 31, 1997 lrd the program
coverire associate Slplayees is schedJled to erd in August 1wa.

Start of Period Ded.Jct ia"lS End of Period

Restru::turire Reserves:

Year 1997............... $160.8 $ $ $ 80.2 $ 80.6

Year 1996............... $336.5 $ $ $175.7 $160.8

Year 1995............... $521.8 $ $ $185.3 $336.5

</TABLE>
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ResuLts of c:peraticrs

Net irx:are for New York TeLep,ene CcIrp:ny (the "CCIJpany") for the )6Ir ended
DecEnter 31, 1996 was S830.0 mi II im. Net loss for the sane peri od of 1995 was
$(1.8) billien.

Net irx:are for the year ended DecSJtler 31, 1996 irx:lu:les In after-tal( gain of
$55.7 mill ien for the QllUlative effect of a chcree in ac:c:oultire for directory
~lishirg irx:are (see Note C). Net irx:are for the year erded DecEnter 31, 1996
aLso irx:lLdes after-tax charges of S93.6 mi II ien for acclUIls related to varicus
rE!!J.ILatory, ard legaL obligaticrs ard contirgercies, ard self-insurlWlCe
prograns. In acXlitien, there were after-tax charges of $57.1 mi II ien for
retirEllEl'lt irx:entives (see Business Restructlrirg). Net incare for the sane
period of 1995 irx:lLdes In extraordinary, after-tax charge of $2.3 billien for
the discentirurce of rE!9Jlatory ac:c:oultirg prirx:iples, after-tax charges of
$197.6 mil Lien for retirEllEl'lt irx:entives, rd after-tax charges of $160.6
mill ien for acclUlls related to varicus qJeratire tax provisicrs, rE!9Jlatory
obL igaticrs rd ccntirgercies, self-insurlWlCe prograns, rd revised benefit
charges. .

Exclu:lire the atxlve itms, net irx:are for the year erded DecEnter 31, 1996 would
have been $925.0 mill ien, In inprOll8!ll!nt of $66.3 mill ien, or 7.7"1., over
adjusted net irx:are for the sane period of 1995.

c:perat ire EJq:x!nses

c:peratire expenses for the year erded DecEnter 31, 1996 were 56.6 bill ien, a
decrease of $359.3 mill ien, or 5.2%, from the sane period of 1995. Irx:ll.ded in
the qJeratire expenses for the year erded DecEnter 31, 1996 were charges of
587.8 mi II ien for reti rElIEl'lt irx:entives (see Business Restructlring), charges of
$103.0 mill ien related to rE!9Jlatory ccntirgercies rd varicus sel f- irs.rlWlCe
prograns, ard a $14.0 mi II ien intrastate gross receipts tax refu-d (see
c:peratire Reverues). Irx:lu:led in cperatire expenses for the sane period of 1995
were charges of S304.1 mil Lien for retirEllEl'lt irx:entives, charges of $232.0
milLien related to qJeratire tax provisicrs, varicus self-
insurance prograns, rE!!J.Ilatory eontirgercies, rd revised benefit costs, a $15.1
mi lL ien charge resultire fran a CQTt decisien en overeamings eatplaints, rd
$14.0 mi II ien of grass receipts tax collected ard renitted to the taxire
author i ty (see c:perat irg Reverues).

Exclu::Jire the itms discussed above, qJeratire expenses would have irx:reased
$29.1 mi II ien, or 0.5%, over adjusted qJeratire expenses for 1995.

~loyee related casts, Iohich ccnsist prilTBrily of wages, payroll taxes, ard
EfIlJloyee benefits, irx:reased $57.8 mill ien over 1995 resultire prilTBrily fran
the net of (i) a S93 mill ien irx:rease in wages prilTBrily ciJe to acXliticnaL labor
costs attrib,rtable to initiatives to inprove service ~l ity, partially offset
I:7t work force recl.Jcticrs attrib,rtable to the force recl.Jctien progran ard the
transfer of EfIlJloyees to Telesector Re5QTces Gr~, Irx:.
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("Telesector Resources") associated with re-engineerire service del Ivery to
custarers (see Other qJeratirg expenses), rd (ii) a S35 mil lien net decrease in
benefi t expenses primari ly ciJe to a S22 mill ien decrease attrib,rtable to a
recl.Jctien in medical costs, a $12 mi II ien decrease resul tire fran the
amortizatien of deferred pensien costs !=U"suant to In NYSPSC 8!=P'"01led plln in
1995, ard a 56 millien decrease attrib,rtable to the disccntinulWlCe of rE!9Jlatory
accOU'lting prirx:iples, partially offset I:7t a $5 mill ien irx:rease in pensien
expense attrib,rtable to chlWlges in actuarial asSUlpticrs.

Other qJeratire expenses, Iohich ccrsist primarily of centracted ard centralized
services, rent ard other general ard adninistrative casts, irx:reased 562.2
millien over 1995 resultire primarily fran the net of (i) a $50 millien irx:rease
in charges fran affil iated carpa-1ies, prilTBrily attrib,rtable to increases in
Telesector Resources' contracted crd central ized services ciJe to process
re-ereineerire casts not accrued for in the 1993 b.Jsiness restructlrire reserves
ard costs to illl'lEllEl'lt the cmpetitive checkl ist provisicrs of the
TelecCJ1TlU'licaticrs Act of 1996 (the "Act") (see RE!!J.Ilatory Enviror1TB'lt 
Federal), rd the transfer of EfIlJloyees fran the CcIrp:ny to Telesector
Resources, partialLy offset I:7t decreases ciJe to Telesector Rescurces' force
reciJc:tien progran, a S22 mill ien irx:rease primarily attrib,rtable to lease
bJyouts, a $15 mi II ien irx:rease in centracted rd central ized services primarily
ciJe to the outsourcire of motor vehicle fleet lTBintenarce, ard a $12 mill ien
increase primarily ciJe to Lower capitalizatien of expenses as a result of the
discentirurce of rE!!J.Ilatory accOU'lting prirx:iples, ard (ii) a $17 milLien
decrease in materials primarily attrib,rtable to favorable !=U"chase pricire, a S9



mill ion decrease in ri!tlt to use fees resul tilll fran mxlified deplCJl4lE"t
scheciIles, a $7 mi II ion decrease in lcrd crd bJi ldirgs rent expense crd a S5
mill ion decrease in fixed rate l.IllXlllectible losses fran billilll ard collection
services perforned LTder contract by the CaIpEI'1y for AT&T Corp. ("AT&T").

CUrulative effect of charee in acCCU1tilll principle

Effective Jln.IiIry 1, 1996, Information Resources chcrQed the recognition of its
directory J1blishilll incane fran the "l1lD'tized' method to the ''Point of
J1bl ication" method. lh:ler the point of J1bl ication method, rewrues ard
procU:tion expenses are recognized W'ien the directories are J1bl ished rather
than CN'er the lives of the directories
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(generally one year) as was the case U"der the amrtizecl method. NYNEX
Corporation (IINYNEX") crd the CaTprIY believe the charQe to the point of
J1blication method is preferable because it is the method that is generally
follaecl by J1blishilll carpenies crd reflects more precisely the operatims of
the bJsiness. The CaIpEI'1y's portion of the initial effect of the cl&'ge to the
point of J1bl ication method was reported as a CUJUlative effect of a charQe in
accQJ'ltilll principle W'iich resulted in a one-time, ral-cash gain of $95.4
mill ion (S55.7 mill ion after-tax) in the fi rst q,arter of 1996. The llF:'Pl ication
of the point of J1blication method for the year ended 1996 did not have a
nBterial effect on q:eratilll results, ard would not have been nBterial had it
been llF:'Pl ied in 1995.

Business Restructurilll

The CaIpEI'1y's 1993 resul ts incl1..ded pretax charges of aR'I"oxinBtely S992 mill ion
($645 mill ion after-tax) for bJsiness restructurilll. Business restructlrilll
resulted fran a canprehensive analysis of the Colpany's q:eratims crd work
processes, resultilll in a strategy to redesi!rl thEm to irrprCN'e efficiency crd
custaner service, to adjust (JJickly to acceleratilll challle, to inplEl1El1t IoDrk
force redJctions, crd to procU::e savirgs necessary for the CCJTpIrIy to operate in
an increasilllly coopetitive envircnnent.

The 1993 pretax charges were carpri sed of: S557 mill i on for severance crd
postretirerrent nEdical costs to redJce the IoDrk force by 9,000 errployees by the
erd of 1996; S200 mill ion for process re-ergineerilll costs, prinBrily for
systems redesi!1'l crd work center consolidation; crd S227 million for the
Carpany's allocated portion of Telesector Resources bJsiness restru:turilll
charges.

Work force RedJctions: Ack:litional Charges

Durire 1994, the Carpany anno.J'ICed retirerrent incentives to provide a whrttary
means of inplerrentilll Sli:lStantially all of the IoDrk force rEdJctions plln'led in
1993. The retirerrent incentives were to be offered at different times thro..l!tl
1996 deperdilll on local force requirerrents crd were eJq:lected to inor ac:t:Htioral
charges

Oller that pericxl of time as errployees elected to leave the bJsiness thro..l!tl
retirerrent incentives rather than thro..l!tl the severance provisims of the 1993
force redJction plan.

Durire 1995, it became evident that the n.rrtler of IIEf'liI9EIIlE!t errployees leavilll
U'der the retirerrent incentives would exceed the original estinBte. It was also
determined that, as a resul t of volure of bJsiness growth, the eJq:lected
redlC:tion in the n.rrtler of associates (previcusly referred to as na'1l'Ell'l!l!lEt
errployees) would be less than anticipated crd would not be fully achieved U1til
1998. In July 1996, the Colpany extended the pericxl for offerilll retirerrent
incent i ves to managEfII!l'1t errployees to mi &1997 to better coordinate force s i zing
with process re-engineering inplerrentation crd service irrprOllEflEnt initiatives.
In late february 1997, the Canpany decided that the ITBla9EIlEI'1t retirerrent
incentive plan wi II erd in March 1997 W'ien all managers will have received the
offer at least once over the life of the plan.

At the present time, the Colpany expects the total n.rrtler of errployees (W'iich
exclu:les Telesector Resources) W'io will elect to take the reti rement incentives
to be in the range of 9,500 to 10,100, consistilll of aR'I"oxinBtely 3,200
ITBla9EIlEI'1t crd 6,300 to 6,900 associates, deperding on work wlures, reeds of
the bJsiness crd timing of the incentive offers.



The actual rurber of mployeesloho elected to leave u'der retirarent incentives
in 1994, 1995 ard 1996 are as follows:

1994 1995 1996 Total

Mal oagemellt 1,100 740 470 2,310
Associates 2,600 1,1fK> 430 4,210

---_ .. _- ---_ .. _-
Total 3,700 1,920 900 6,520

-- -- ---

The actual act:Iitia1lll charges for retirerent ircentives in 1996 rd 1995 are as
follows:

<CAPT! ()I>
1996 1995

(In Mill ialS) Pretax After-Tax Pretax After-Tax

<S>
Pension enllrcerrents
Postret i rEIlEnt rredi cal costs

Total·

<C> <C> <C> <C>
$96.8 $ 62.9 $ 255.2 $ 165.9

(9.0) (5.8) 48.9 31.7
.. _------ _... _-------

$87.8 $ 57.1 $ 304.1 $ 197.6-- --- ----
</TABlE>

* For the year erded DecElltJer 31, 1996 ard 1995, $25.2 mi II ion ard $64.6
million, respectively, ($16.4 million ard $42.0 million, respectively,
after-tax) were allocated to the Ccnpany from Telesector Resources for its
pension emarcements ard (S10.8) mill ion ard $17.9 mill ion, respectively,
($(7.0) million ard $11.6 million, respectively, after-tax) were allocated
from Telesector ResaJrces for its associated postretirement rredical berefits.

The severarce reserves established in 1993 have been ard will contirue to be
trll'lSferrecl pri/IBrily to the pension l iabil ity on a per mployee basis as
mployees accept the retirement incentives. The postretirerrent rredical
liabil ity established in 1993 had been ard will contirue to be llI=Pl ied to
retiree! mployees on a per mployee basis as mployees accept the retirEllEnt
ircentives. Most of the cost of the retirEllEnt ircentives is flTded ~ NYI£X's
pension plll'lS.

WOrk Force Red..ct ialS: Reserve Ut i l i zat ion

The 1993 charges for work force redJ:t ialS of $557 mill ion ($362 mill ion
after-tax) were carprised of S287 mi II ion for mployee severarce ~ts
(irclu:lirg salary, payroll taxes a'd eutplacement costs) ard S270 million for
postretirEllEnt rredical costs. These costs were for plarned work force redJ::tialS
of 1,500 managarent mployees ard 7,500 associates.
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Total1995(In Mill ialS)

The actual uti l ization of the 1993 severarce reserves ard the lII=Pl ication of the
1993 postreti rement rredical l iabil ity in 1994, 1995 ard 1996 are sllClW"l below:

Total
ReJTBinirg

5everarce S 135
Postreti rerrent rredical costs S 82

$41
S36

S44
161

S220
$179

167
$91

The severarce ard postretirement rredical imlU1ts above irclu:le allocatialS of
S18 ard S26 mill ion, respectively, in 1996, $8 ard $4 mi II ion, respectively, in
1995 and S20 ard $8 mill ion, respectively, in 1994, Iohich were trarsferred to
Telesector ResaJrces for mployees W10 left Telesector Resources lrder the
reti rerrent ircentives (217,150 ard 395 mployees in 1994, 1995 ard 1996,
respectively).

Assuning that mployees will contirue to leave lrder the retirerrent ircentives,
it is expected that the reJTBinirg 167 million of severarce reserves will be
util ized ard the reJTBining $91 million of the postretirerrent rredical l iabil ity
will be lII=Pl ied in 1997 ard 1998, as associates leave lrder the retirerrent
ircentives. The reserves for IIII'lagement mployees were carpletely util ized
ciJrirg 1996.

Process Re-engireering Costs

Af:proxi/IBtely S208 million of the 1993 charges ($135 million after-tax) calSists
of costs associated with re-engineerirg service del ivery to customers, irclu:lirg
operatirg the Cmpany a'd New Erglard TelE!J:hone ard Telegrap, Cmpin)' (''New



Erglird Telep,a-eo') (collectively, the "Tel~ Ca!prliesll ) as a sirgle
enterprise lTder the ''NYNEX'' brand. O\rirg the period 1994 thraJ!tl 1996, NYNEX
has been decentral izirg the provisicrl of residence ird b.Jsiness custaner service
thrClllilout the regicrl, creatirg regicr1lll tusinesses to focus crl ~iq.e IlBrlcets,
and central izirg rLlTerClUS ~raticns ird 54=P0rt ~ticns. The process
re-ergineerirg costs are incurred in ccmecticrl with SystEfllS r«lesi!rl, work
center ccnsol idBticrl, brandirg, relocaticrl, trainirg and process re-ergineerirg
inplenentaticrl. Process re-ergineerirg costs ...,ich were not inclu:ied in the 1993
charges have been eJ<PerlSed as inclrred (see q:leratirg EJcpenses).

SystEfllS r«lesi!rl is the cost of develq:lirg new systEfllS, processes ird procect.Jres
to facH itate inplEllll!lttatia"l of process re-qineerirg initiatives in order to
real ize ~ational efficiencies ird enable the CoTpErrf to redJ::e work force
levels. These projects ccnsist of radical charges in the 8I=Pl icaticns ird
SystEfllS Sl.J.'POrtirg tusiness f~ticns to be r«lesi!rled as part of the
restructlrirg plcn. All of the costs associated with these projects are
incrsrental to orgoirg ~rations. Specifically, only software IUchases and
external Ccrltractor expenses, ...,ich are norIlBlly expensed in accorcEnce with
CoTpErrf pol icy, were inclu:ied in the 1993 restructurirg charges. The tusiness
processes inclu:led in systEfllS r«lesi!rl are custaner Ccrltact and custaner
~rations.

Custaner contact represents the direct interface with the custaner to provide
sales, billirg irqJiry ird repair service sched.Jlirg crl the first contact.
Custaner ~aticns focuses crl network lID"Iitorirg ird SU'VeilhrtCe, trable
testirg, dispatch Ccrltrol, and prcective repair, with reliability as a critical
conpetitive advantage.

Work center ccnsol iclaticrl costs are incrsrental costs associated with
establ ishirg work teans in fewer locaticns to take advantage of lower force
levels ird system efficiencies. These costs inclu:le rrovirg costs, Leese
tenninaticrl costs (fran the elate l"II1ises are vacated), and other ccnsol iclaticrl
costs. Brirdirg incLL.des the costs to develop a sirgle ''NYNE)(" brard identity
associated with restructured b.Jsiress ~ations. Relocaticrl costs are costs
incurred to rrove perscrlnel to different locations resul tirg fran work center
ccnsol ielaticns. These costs are ca1p.Jted in accordance with the CoTpErrf's
relocaticrl ~idel ines ird the provisicns of collective bargainirg agresrents.
Trainirg costs are for trainirg associates crl newly-desi!rled, cross-f~tional

job positicns ird re-ergineered SystEfllS created as part of the restructurirg
plcn, Ioilich will pennit one enployee to perfonn tasks fornerly performed by'
several enployees, and inclu:le tuiticrl, out-of-pocket course develc:pnent and
adninistrative costs, faci l ities charges, and related travel ird l~irg.

Re-ergineerirg inplsrentaticrl costs are incrsrental costs to conplete
re-ergineerirg initiatives.

Process Re-ergineerirg: Reserve Util izaticrl

At DecentJer 31, 1993, the process re-ergineerirg costs were estillBted for
SystEfllS r«les i!rl, work center
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1994 1995 1996 Total
-------------------------------------
S S 68 S 64 S 132

10 35 3 48
15 4 19

2 3 5
1

S 26 S 109 S 70 S 205

Relocatlcrl

Work center ccnsoL H:JBtlcrl
Brarihfll

Total

ccnsol ielaticrl, brirdirg, relocaticrl, trainirg and re-ergineerirg inplsrentaticrl.
At DecentJer 31, 1996, the actUll util izaticrl of the reserves for process
re-ergineerirg costs are as follows:

(In Mill icns)

SystEfllS r«les i!l1

Tra1nllJl

At DecentJer 31, 1996, 13 mill icrl of reserves rEmlined and will be util ized in
1997 for SystEfllS redesi!rl.

SystEfllS redesi!11: Durirg 1994, it was detennined that SystEfllS redesi!rl would
reqJire a larger than cnticipated Lpfrcrlt effort to fully integrate interfaces
between various SystEfllS and pennit develqnent of nulti-taskirg caf:llbilities.
This hi~r degree of conplexity ird additicr1lll f~tiOl'1ll ity reqJired by'
real-time, interactive SystEfllS calSEd a delay in the inplsrentation of the
SystEfllS redesi!11. It was real ized at this time that util ization of the process
re-ergineerirg reserves for SystEfllS r«lesi!rl would be hig,er then originally
estilTBted. Durirg 1995, process re-ergineerirg reserves were utilized for
increased efforts d.e to the conplexity ird extensiveness of integraticrl testing
ard q.J8lity assurance processes. Durirg 1996, it was detennined that althClllil



certain systems redesi!J'l goals had been accmpL ished, other goals IQJld not be
cmpleted U"Iti Lmid-1997.

The actual util izatial of the systems redesi!J'l resenIeS, b)t bJsiness process,
are as follows:

(In MillialS) 199ft 1995 1996 Total
.._---------------------------------

CUstarer ccntact $ $ 49 $ 34 $ 83
CUstarer qJeratialS 19 30 49

Total $ $ 68 $ 64 $ 132
-- -- =

The reseNe util izatial for work center cmsolidatial was lower thsn the
estillBte dJe to sn increase in the I"IJItJer of work centers fran lohat was
originally plamed based al lIlial agreEllEnts, the IIBjority of lIIich were
cmpleted in 1995. The reseNe utH izatial for relocatial of enplO)eS was lower
thsn the estillBte dJe to the increase in the I"IJItJer of work centers ard tenrs of
the lIlial agreements resuLtil'll in less than snticipated enployee relocatialS.
Trainil'll was delayed in 199ft dJe to the timil'll of the lIlial agreements ard the
higher degree of cmplexity of systems redesigl. The util izatial of resenIeS for
trainil'll costs were red.ced dJe to the precbninsnt use of in-haJse, cn-the- jcb
ard nul ti-media trainil'll. ReseNe utH izatial for re-qineeril'll inpll!!lErltatial
was carbined with the related projects (Le., systems redesilJ1) ard therefore
did not req.Jire separate identificatial.

Costs Allocated Fran Telesector Resources

~QXillBtely S227 millial of restru:turil'll charges ($148 millial after-till() was
allocated to the eatpany fran Telesector Resources, prillBrily related to
Telesector Resarces' work force redJctial ard re-qineeril'll prcgnms. The
actual util izatial of these reserves are as follows:

(In Mil LialS) 199ft 1995 1996 Total
-------------------------------------

Severance $ 71* $ $ $ 71
Postretl rl!!IErIt meal cal costs 31 31
Systms re-pmeer1rI! 45 68 5 1~Re-erglneerll'!I l!!plemem:atlal 21 14 5

Total $ 168 $ 52 $ 5 $ 255

* 199ft inclu::tes S28 mi LL ial of severance aJD.I1ts associated with the balance of
the 1991 restru:turil'll reseNe at DecE!ltler 31, 1993.
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Unaddressed Issues

• Unsupported services

• Inefficiencies

• Application of forward-looking efficient
principles



Definition of Local

• For USF, local needs to be narrowly defined

• In particular, costs of CLASS, vertical
features, inside wire services, and other
non-basic activities need to be eliminated

• SOP is substantially impacted by the high
level of activity for 2nd lines and other non
basic local services



Corporate & Network Operations

• These adjustment are not developed at study
area level

• Without telco assistance, conversion from
FR to MR uncertain

• Overlay to regression results may be desired



Customer Operations

• Analysis conducted at study area level with
MRdata

• Easier option to adjust data prior to
•regressing
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DOCUMENT orr-~IN!

This page has be.n substi':uted for one of the following:

~ An ~versi%e page or documene (such as a map) which was too large to be scanned
~nto the RIPS sys,:em.

o Microfilm, microform, cereain phoeograph8 or videoeape •

• Other material. whiCh, for one rea.on or another, could noe be scanned into
the RIPS synem.

The aceual document, page(8) or material. may be re.,iewed by contaceing an Information
Technician. Plea.e note the applicable docket or rulemakinq number, document type and
any other relevant information abOut the document in order to en.ure speedy re':rieval
by the Information Technician.
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